Findings: Firm size influences the impact of IFRS in the UK, and the financial information of larger firms seems to have improved after IFRS adoption. In the case of France, the results do not support any improvement in the quality of the financial information after IFRS were put in place.
Introduction
In 2002 the European Union (EU) approved the IAS Regulation, that requires listed companies to adopt, on a mandatory basis, the International Financial Reporting Standards (IFRS) for the preparation of their consolidated financial statements for the fiscal years starting as of January 1, 2005 (Aisbitt, 2006; Brüggemann, Hitz & Sellhorn, 2013; Daske, Hail, Leuz & Verdi, 2008; Soderstrom & Sun, 2007) . Its purpose is to ensure a high level of transparency and comparability of financial information, thus attempting to obtain an efficient operation of the capital markets in the EU (Brüggemann et al., 2013) . Some authors believe that the route selected by the EU, adopting a common language for financial reporting, is one of the most important regulatory changes made in this field during the last thirty years, if not throughout all of history (Jeanjean & Stolowy, 2008; Daske et al., 2008; Doukakis, 2014) . empirical studies on the topic offer different conclusions, and therefore there is no unanimity as to whether the IFRS have a positive or negative impact on EM, and consequently on the quality and transparency of financial information. In this regard, as Brüggemann et al. (2013) explain, the contradictory results in this literature can be conditioned by factors that emanate from the research methodology design.
This work adds to the discussion of the impact of the IFRS on the quality of financial information from a different perspective. The relationship between EM and shareholder returns has already been studied in the American context (Baber, Chen & Kang, 2006; Beyer, 2009; Das, Kim & Patro, 2011; Hutton et al., 2009; Kang, Liu & Qi, 2010; Konan, Chan, Jegadeesh & Lakonishok, 2006; Li, Francis & Hasan, 2011) . However, this has not been the case for European countries, in particular for the study of the impact the mandatory adoption of these standards has on the quality of the companies' financial information (measured as EM). This study thus uses the methodology implemented by Hutton et al. (2009) to study the effect the adoption of IFRS has on the relationship between EM and shareholder returns. Making use of the measures of opacity and idiosyncratic risk proposed by Hutton et al. (2009) , here we study the effect of the mandatory adoption of the IFRS on the idiosyncratic risk of companies in the United Kingdom and France. The choice of these countries is justified by the fact that they did not allow the voluntary adoption of the IFRS prior to 2005, since as established by other research (Barth et al., 2008; Doukakis, 2014; Jeanjean & Stolowy, 2008) , studies on the adoption of IFRS can include a selection bias by studying countries that permitted the voluntary adoption of these standards. Furthermore, the United Kingdom and France exhibit large differences in terms of their legal systems and the rigor with which they apply accounting standards, factors which have been identified as far-reaching when it comes to evaluating the effect the adoption of IFRS can have on the quality of the financial information (Brüggemann et al., 2013; Daske et al., 2008; Doukakis, 2014; Jeanjean & Stolowy, 2008; Liao, Sellhorn & Skaife, 2012; Soderstrom & Sun, 2007; Von Koch, Nilsson, Jonsson & Jansson, 2014) .
The results of this work indicate that it is only when the size of the companies is taken into account that it becomes possible to appreciate the fact that the IFRS have a positive impact on the quality of financial information, by reducing the negative correlation between opacity and the idiosyncratic risk of the shareholder returns of the largest companies. Of course, this is consistent with the heterogeneity characteristic of each country and thus it is only possible to observe that behavior for the United Kingdom, which unlike France, has a Common Law legal system and demands great rigor in terms of compliance with accounting rules. Finally, there is a series of events that we believe deserve closer scrutiny, which could be addressed in future studies. In this sense, it is interesting to note that judging from the tests conducted, it could be inferred that IFRS reduce the idiosyncratic risk of the shareholder returns for companies in these countries. In contrast to this and the conclusions reached in this study, it must be stressed that this is a pioneering approach to the evaluation of the effects of the mandatory adoption of IFRS, from the perspective of the analysis of the relationship between EM and the companies' idiosyncratic risk, and does not intend to reach any conclusive results on this topic; rather, it seeks to provide support for other methods that might help measure the effects of the IFRS on the quality of financial information in the EU in the future, taking into account the improvement opportunities for the empirical approaches implemented so far.
The following section reviews the literature and proposes the hypotheses that guide this work. Next, the research design is discussed in the 3 section. The 4 and 5 sections present the results of the regression analyses, while the 6 and 7 sections discuss and draw conclusions about the results of this study. Finally, sections 8 and 9 contain the appendixes and the bibliography, respectively.
Review of the literature and proposal of the hypotheses
Research on the adoption of IFRS and the effect they can have on the quality of financial information varies, insofar as:
• it is not limited to the European context, rather it discusses their impact on emerging economies, such as China and Brazil; and
• there are differing views on the effect these standards have on the quality of financial reporting.
Likewise, it is worthwhile to stress that one of the most common measures used to assess the quality of financial information is EM, which is negatively associated with the quality of financial information (Barth et al., 2008; Soderstrom & Sun, 2007; Von Koch et al., 2014) . Accordingly, Barth et al. (2008) conducted a study on 21 developed and emerging countries (which included Switzerland, China and Germany, among others), their findings indicate that the implementation of IFRS is negatively associated with EM. Along these same lines, Zéghal et al. (2011) found that in the case of France, for those companies with good levels of corporate governance that depend on foreign financial markets, the adoption of IFRS is negatively related to EM. In the case of Brazil, Pelucio-Grecco et al. (2014) show that the implementation of full IFRS plays a restrictive role on EM in listed companies. On the contrary, Callao and Jarne (2010) and Cang et al. (2014) indicate that, for the EU and China, the adoption of these standards is positively associated with EM. Both studies agree in stating that IFRS make financial information more flexible and subjective, through the criteria for the valuation and recognition of the elements of the financial statements, among which the use of reasonable value stands out. On the other hand, Jeanjean and Stolowy (2008) conducted a study on Australia, France and the United Kingdom in which they found that EM remains stable in Australia and the United Kingdom, and only increases in France once the IFRS are adopted. Similarly, Doukakis (2014) found that for 22 European countries between 2000 and 2010, the mandatory adoption of IFRS had no significant impact on earnings management based on accruals and real activities. In addition, Van Tendeloo and Vanstraelen (2005) determined that in Germany, the perceived EM for companies that adopted IFRS showed no different behavior as compared to those that reported their financial statements according to German accounting principles.
It is evident that empirical studies considering the impact of IFRS on the quality of financial information fail to draw any single conclusion. This may be due to aspects related to the design of the research methodology that is used by the authors. Brüggemann et al. (2013) confirmed this by indicating that certain problems in the design of the studies are responsible for the mismatch between the empirical evidence against the increase in the comparability and the transparency of information, product of the mandatory adoption of the IFRS in the EU, and the benefits at a macroeconomic level and in the capital markets validated in this group of countries after 2005.In this context, authors such as Barth et al. (2008) , Doukakis (2014) and Jeanjean and Stolowy (2008) argue that there is a selection bias problem for those studies that compare the quality of the companies' financial information before and after the adoption of the IFRS, because they do not distinguish between the countries that allowed the voluntary adoption of these standards before 2005 and those that did not. This problem lies in the fact that the companies that receive benefits or product advantages from the implementation of IFRS will have an incentive to do so before the established deadline, which can exacerbate the effects of these standards on the quality of the financial statements (Jeanjean & Stolowy, 2008) . Moreover, uncertain effects on EM have also been identified in the years soon after the transition from local rules to IFRS (Jeanjean & Stolowy, 2008) , which is in line with other studies that have been conducted on the adoption of IFRS that indicate the noticeable effect the figures of the income statement and the balance sheet can have (Aisbitt, 2006; Capkun & Cazavan-Jeny, 2008; Cormier, Demaria, LapointeAntunes & Teller, 2009; Haller, Ernstberger & Froschhammer, 2009) .
Taking this into account, this research contributes to the discussion on the impact that IFRS have on the quality of financial information in the EU, from a perspective that has not been considered so far, as indicated by the review of the literature. In this regard, while it can be established that studies on the mandatory adoption of IFRS in the EU have concentrated on two lines, the first on the analysis of the stock market reactions, and the second on the discussion of the effects on the financial statements (Daske et al., 2008) , it has not been assessed whether the mandatory adoption of these standards has any effect on the relationship between the quality of the financial information (measured as EM) and shareholder returns; it is in this aspect that this research contributes to the literature concerning the discussion of the mandatory adoption of IFRS in the EU.
With regard to the relationship between EM and shareholder returns, works such as that by Kang et al. (2010) indicate that the discretionary accruals have a predictive power on the market returns that is larger than that of normal accruals, which implies that when only the relationship between total accruals and shareholder returns is analyzed, this negates the discretion a company's management has when it comes to manipulating its financial information and impacting the price of its shares on the stock market. Das et al. (2011) , in turn, found that the administrators of companies traded on the capital market use EM and expectation management as supplements or replacements, with the aim of generating net returns on the share prices of the companies they manage. The wor k by Baber et al. (2006) concluded that the early disclosure of information on the financial status of a company can help the market assess whether the earnings announcements by a particular company are being altered by EM. On the other hand, Konan et al. (2006) concluded that the accruals are negatively related to future returns and that non-discretionary or normal accruals do not reveal any predictive power in terms of these returns. Likewise, they conducted a study parallel to this one, which considered ordinary shares from non-financial companies in the USA, on the United Kingdom, stressing that this was the first time that an analysis of this type had been carried out in for the latter country.
In addition to the above-mentioned studies, we should also mention that by Hutton et al. (2009) . These researchers proposed a measurement of the opacity of the financial information that makes use of EM and established that it has a negative relationship with the idiosyncratic risk of the shares. This is due to the fact that if there is less specific information about the firm, product of the EM, and the share price returns for that company will be explained to a greater extent by the systematic risk than by the idiosyncratic risk.
Hypothesis 1
Based on the analysis by Hutton et al. (2009) and the empirical evidence found in the literature on IFRS adoption, the first hypothesis of this study is proposed: Prior to the adoption of IFRS, there was a negative relationship between the opacity and the idiosyncratic risk measurement; this relationship will remain the same (or differ), depending on whether those factors inherent to the mandatory adoption of the IFRS and that support the EM dominate (or not) over those that restrict it. Thus, although it is to be expected that the IFRS favor an improvement in the quality of financial information, as they are high-quality standards (in relation to many generally accepted accounting principles used locally in the EU), it is also true that they significantly rely on the use of professional judgment and private information from companies, which along with valuation criteria such as fair value, provide greater flexibility to management when it comes to preparing financial statements (Barth et al., 2008; Callao & Jarne, 2010; Cang et al., 2014; Daske et al., 2008; Doukakis, 2014; Jeanjean & Stolowy, 2008) .
Hypothesis 2
In addition to the above, various authors have also concluded that the impact of the implementation of IFRS depends on external factors that may be specific to each country (Brüggemann et al., 2013; Daske et al., 2008; Doukakis, 2014; Jeanjean & Stolowy, 2008; Liao et al., 2012; Soderstrom & Sun, 2007; Von Koch et al., 2014) . Among the most important elements that affect the IFRS are laws and regulations that have been passed prior to their implementation, the political and legal system, the rigor with which the accounting standards are applied, property structures, mechanisms of corporate governance, economic development, the importance of the capital markets and similarity between the generally accepted accounting principles and the IFRS. Accordingly, the second hypothesis of this study indicates that it is expected that the relationship between the opacity and the idiosyncratic risk measurement after the mandatory adoption of the IFRS is conditioned by the heterogeneity characteristic of each country.
Hypothesis 3
Several works in the literature on EM and the adoption of the IFRS have indicated the role that might be played by the size of the companies. In this sense, earnings manipulation would in many cases be tied to the size of the company, as the larger and more profitable a company is, the greater the incentives are by the authorities to scrutinize its financial statements, which is why this type of companies tend to reduce their level of EM (Beekes, Pope & Young, 2004; Van Tendeloo & Vanstraelen, 2005; Watts & Zimmerman, 1990) . Likewise, the literature on IFRS adoption has also shown the differentiating role played by company size in the accounting policies they adopt, their effects on assets and net profits, and the costs and benefits received upon implementing these standards (Eierle & Haller, 2009; Goodwin & Ahmed, 2006; Nobes & Perramon, 2013 
Research methodology

Sample
Taking into account the hypotheses proposed and the previous review of the literature, this research studies the effects on opacity and idiosyncratic risk for companies traded on the stock markets in the United Kingdom and France. These two countries were selected based on the fact that they both have highly developed stock markets (Konan et al., 2006; Liao et al., 2012) , different legal systems (a Common Law system in the case of the United Kingdom and a Civil Code in France), and differences in the rigor with which the accounting standards are applied (Clarkson, Hanna, Richardson & Thompson, 2011; La Porta, Lopez-de-Silanes, Shleifer & Vishny, 1998) . In a similar manner, in order to address the problem of selection bias, it was not possible to voluntarily adopt the IFRS before 2005 in either France or the United Kingdom (Jeanjean & Stolowy, 2008) .
Once the countries to be analyzed were selected, the data available in Bloomberg were downloaded to determine the closing prices, shares in circulation and information on the financial statements of the ordinary shares in the United Kingdom and France. For each country and based on the analysis by Hutton et al. (2009) , a series of filters was applied to the sample, related to the measurements of idiosyncratic risk and opacity. Accordingly, first of all, in accordance with standard practice in the literature, those companies related to financial services and utilities were eliminated from the sample.
Later, in order to calculate the idiosyncratic risk of the companies' shares, those observations (company-year) that do not have enough information to calculate at least 26 weeks of shareholder returns per fiscal year were excluded from the sample. Likewise, for the case of EM and opacity, those firms that did not provide enough information in their financial statements to calculate the discretionary accruals (DA) were excluded. At this regard, DA correspond to the EM measurement used by this study and which will be discussed in greater depth later.
In this manner, the samples corresponding to both countries initially included observations (companyyear) covering a period from 1991 to 2014, and totaling 10,269 for the United Kingdom and 5,915 in the case of France. However, it is important to note that by using the analysis by Hutton et al. (2009) which relies on accounting and market information to corroborate the relationship between idiosyncratic risk and opacity before and after the adoption of IFRS in 2005 for the United Kingdom and France, it is necessary to further restrict the sample in order to deal with the effect of outliers. As a result, the observations are limited to those companies that have market book value ratios between 10 and 1 and return on equity (ROE) with an absolute value of less than 100%. However, it is also essential to purge the sample of any effects that the years following the adoption of the IFRS in 2005 might have on the financial information, as indicated in the previous section. Hence, this study does not take into account information from the financial statements corresponding to 2006. Therefore, taking into account the fact that opacity requires at least three time lags in the discretionary accruals (measured from the EM) for its calculation, the sample is limited to 3,677 observations for the United Kingdom (1995 Kingdom ( -2005 2007 -2014 and 2,941 for France (1992-2005; 2007-2014) . The descriptive statistics for the sample can be found in Appendix B.
Econometric Model
The idiosyncratic risk of a stock (Hutton et al., 2009 ) is estimated through the coefficient of determination from a regression analysis of the variation of the weekly returns on the share price as function of the market and industry returns (the sectors of the Global Industry Classification Standard were used to identify the industries in each country.). Eq. 1 indicates the regression that enables us to calculate the coefficient of determination or r-squared used to estimate the idiosyncratic risk: 
The market (r m ) and industry (r s ) returns are estimated by calculating the continuous weekly returns of a portfolio, weighted by the value for each case. According to this approach, the systematic risk of a company's stock returns is estimated by the r-squared of Eq. 1. Therefore, the r-squared of the regression, which explains the continuous returns of the stock (r c ), is used to calculate the idiosyncratic risk of the stock, according to Eq. 2:
On the other hand, the opacity measurement, which is used as a proxy of the quality of the financial information, uses the EM, which in turn is calculated based on the DA. Hutton et al. (2009) indicate that their proxy of opacity corresponds to a measure of the transparency of financial reporting, based on the fact that EM is a measure of transparency. In this study, it is assumed that the opacity variable corresponds to a proxy of the quality of the financial information, due to is derived from a measure of EM, since as indicated in the previous section, EM is considered in the literature on IFRS adoption as a variable that has a negative correlation with the quality of the information contained in the financial statements. This work uses the Modified Jones Model (Dechow, Sloan & Sweeney, 1995) to estimate the DA, as its predictive power to detect DA is greater than that of other existing models, and it is more commonly used in research employing DA as a proxy of EM (Dechow, Hutton, Kim & Sloan, 2012; Dechow et al., 1995; Doukakis, 2014 
In this case, the regressions are estimated by industry groups in each year, ensuring that there are at least eight observations per sector in order to perform the regression (Doukakis, 2014) . In this manner, in Eq. 3 the total accruals of a company (TA t ) are regressed according to the variation in sales, discounting the effect of the variation on accounts receivable (ΔSales t -ΔAR t ) and the variation of the property, plant and equipment account (ΔPPE t ), all of which is scaled by the first lag in total assets (Ass t-1 ). The figures for the estimated errors of the previous regression are the measure of DA used as a proxy of the EM of a company. With this information, the opacity is calculated (Hutton et al., 2009 ) in the following manner:
The sum of the absolute values (AbsV.) of the discretionary accruals (DA) constitutes a better proxy for the quality of the financial information than the EM measured by the DA, since if a firm has a highly positive level of DA in a certain period, it is to be expected that this will be reversed in the following period, showing as a result highly negative DAs, which is penalized in the Eq. 4 by taking into account the absolute value of the DAs, which may not be considered by observing only the individual DAs for each year.
The analysis of the relationship between the idiosyncratic risk of a company's stock returns (IR it ) and the opacity of its financial information (Opacity it ) is performed by a regression in which the variation of the idiosyncratic risk of a company is explained according to the opacity of its financial information and a series of control variables, among them: size (Size it ), measured as the natural logarithm of its market capitalization, the ratio of its market value (or market capitalization) and its book value (Market_book_val_ratio it ), level of indebtedness (Indebtedness it ), level of return on equity (ROE it ), variation (Sector_variation it ), level of asymmetry (asymmetry coefficient) (Assymetry it ) and kurtosis (kurtosis coefficient) (Kurtosis it ) of the distribution of the stock returns from the portfolio of the industry to which the company belongs.
In this way, the regression model that permits analyzing the effect of the adoption on the quality of financial information is the following: 
The definition of these and other variables used in this study can be consulted in Appendix A. As indicated in the previous section, a priori, it is expected that the relationship between opacity and the idiosyncratic risk of a company would be negative.
Results
The results of the regressions of the idiosyncratic risk are consolidated below according to opacity and the control variables discussed in the previous section. Note that the potential effect of company size was taken into account in the correlation between the variables of interest (opacity and idiosyncratic risk), in such a way that a regression analysis is performed for large and small companies. Large companies were considered to be those above the 75th percentile for the size variable, while small companies were those below the 25th percentile. Likewise, in order to evaluate the effect of the adoption of IFRS on the relationship between opacity and idiosyncratic risk, we create a dummy variable, IFRS it , that takes the value of 1 after the year 2005 and 0 otherwise.
Panel A of Table 1 presents the results for the United Kingdom. Specifications 1 and 2 include all the firms; while specification 1 does not consider the adoption of the IFRS, 2 includes the dummy variable associated with the adoption and its interaction with opacity. In no case are the coefficients associated with opacity significant, although the positive sign of the interaction indicates a positive effect on the quality of the financial information during the period following their adoption. The structure of specifications 1 and 2 is replicated for the samples segmented by size (except for the size variable).
Specifications 3 and 4 consider small companies for which, contrary to expectations and in contrast with the previous results, the association between opacity and the idiosyncratic risk of its stock returns is positive and significant. This effect is reduced to an important degree during the post-IFRS period:
while the coefficient is 0.86 for the pre-IFRS period, this drops to just 0.021 (0.86-0.839) in the post-IFRS era, and moreover, this value is similar in magnitude to the overall result (0.022). Altogether, these results can be considered positively with regard to the effect of the adoption of IFRS on idiosyncratic risk, given that the spurious positive relationship, characteristic of the pre-IFRS period (this coefficient is probably affected by the dummy IFRS adoption variable, which is negative and significant. This also applies to specifications 4 and 6), is affected in the expected manner by the adoption of the rules. In spite of this, we must note that the r-squared value (≈0.04) of the estimates corresponding to the smaller companies is low, and therefore we must be careful when interpreting the marginal effect of the opacity on the idiosyncratic risk before and after the IFRS.
For the large companies, specification 5, which eliminates the effect of the adoption of the IFRS on the correlation between opacity and the idiosyncratic risk of large companies in the United Kingdom, produces the opposite results of those for specification 3, reporting a negative correlation (nonsignificant) between opacity and the idiosyncratic risk for these companies, which corresponds to the expected result in the approach to Hypothesis 1. The results in specification 6 are also aligned with Hypothesis 1, given that the association between the idiosyncratic risk is negative in the pre-IFRS era, as well as with Hypothesis 2, as the relationship is noticeably diminished once the IFRS are implemented in the United Kingdom, increasing from -2.096 to 0.175 (-2.096 + 2.271). It is important to point out that the variation in the idiosyncratic risk of large companies in the United Kingdom is explained to a large extent by the proposed model, and likewise, the adjusted r-squared of specification 6 is larger (≈0.15) than that of specification 5 (≈0.10), indicating that the structural change brought about by the implementation of the IFRS helps explain to a greater extent the variation in the idiosyncratic risk of large companies in the United Kingdom.
Panel B, corresponding to the analysis of French companies, is consistent with Hypothesis 1, as it reports a negative impact of the opacity of its financial information and the idiosyncratic risk of its shares for all specifications. In this regard, it is observed that the negative relationship is maintained and even magnified in specifications 1 and 2, which can lead to think that the adoption of IFRS exacerbates that association. When the effect of company size on this relationship is analyzed, we can confirm that in the case of smaller companies (specifications 3 and 4), the relationship between opacity and idiosyncratic risk is negative, and even through the post-IFRS effect is negative, it does not reach significant levels. Likewise, as in the case of the United Kingdom, the model used shows a poor fit for small companies. On the other hand, in spite of the fact that the r-squared of the regressions is higher for the largest companies (specifications 5 and 6) than for the previously analyzed group of companies, it could not be validated that the adoption of IFRS has any effect on the relationship between opacity and the idiosyncratic risk of the stock return, given that none of the variables associated with opacity are significant. However, unlike what is reported for the sample of companies in the United Kingdom, both opacity and its post-IFRS effect maintain the same signs in the different specifications, which suggests a negative effect on the quality of the financial information resulting from the adoption of IFRS.
In addition, it can be seen that, for both countries, the IFRS variable reflecting the effect of the adoption of IFRS on the variation in idiosyncratic risk not explained by the approach offered by Hutton et al. (2009 ) is significant and negative for all companies in general, and for large firms.
With regard to the control variables, it is interesting to note the significant negative impact of the size variable on the idiosyncratic risk, which is consistent with the findings of Hutton et al. (2009) and Roll (1988) , suggesting that with larger sizes, it is more difficult to incorporate the informational effect specific to each firm from that offered by the sector and market.
Robustness tests and notes on R2
In addition to the analysis by Hutton et al. (2009) and in order to validate the findings of the previous section, a series of robustness tests were carried out. These re-estimated the opacity through the use of different models to calculate the DAs. Model (Dechow et al., 1995) , the Modified Jones Model described by Kothari, Leone and Wasley (2005) and the Modified Jones Model described by Teoh, Welch and Wong (1998) , with the models proposed by Dechow et al. (1995) and Kothari et al. (2005) being the most commonly used, with 24 and 18 publications, respectively (see Table 1 , page 48 of the document by these authors). Likewise, Pelucio- Of the models mentioned for the calculation of DAs, it should be clarified that they are transformations of the Jones Model, including the Modified Jones Model used in the previous section.
Accordingly, we will proceed to explain how each model estimates the DAs, based on the details provided in section 3.In this regard, the Jones Model, as compared to the Modified Jones Model, estimates the DAs by assuming that sales revenue is not susceptible to manipulation by management, hence it does not take into account the adjustment due to variation in accounts receivable (∆ AR t ) of Eq. 3 (Dechow et al., 1995) . Teoh et al. (1998) , in turn, use the Modified Jones Model without considering the variation in fixed assets (∆PPE t ) of Eq. 3, as they argue that long-term accruals are less likely to be manipulated by management. With regard to the model proposed by Dechow et al. (1995) , Kothari et al. (2005) indicate that it is necessary to contemporaneously include as a control variable, i.e.,
without any bias what so ever, return on assets (ROA), as the Modified Jones Model assumes that there is an increase in DAs when the firm is in a growth stage. At this point, we must highlight that the variables specified in Eq. 3 were scaled by the first lag of the total assets.
Furthermore, based on the KS Model, Kang and Sivaramakrishnan (1995) propose a method for calculating DAs using the estimated error of the following specification: 
Where in addition to the variables that were considered for Eq. 3, these authors included the effect of inventories (Inv), expenses paid in advance (EPA), accounts payable (AP), total expenses without the effect of depreciation and amortization (Exp), depreciation and amortization (Dep) and gross fixed assets (GFA).
The results of the regression analysis using the aforementioned models can be seen in Appendix C. In the case of the United Kingdom, the results validated in the previous section are maintained. In this way, it is possible to observe that, in general, according to different measures of opacity (calculated according to different estimates of DAs), there is no relationship between the opacity of the financial information and the idiosyncratic risk of the shares of companies traded on the stock market in the United Kingdom. Similarly, once we proceed to apply the analysis proposed by Hutton et al. (2009), taking into account the effect of company size, the regression results indicate that for large companies in the United Kingdom, the relationship between opacity and idiosyncratic risk is negative before the adoption of the IFRS, and once these financial reporting standards were adopted, this association tended to diminish.
Thus the marginal effect of opacity on idiosyncratic risk once the IFRS were implemented is 0.357, 0.639 and 0.552 for the specifications that use the models by Jones (1991), Kothari et al. (2005) and Kang and Sivaramakrishnan (1995) . In this same vein, the marginal effect prior to the adoption of the IFRS for large companies is -2.294, -2.653 and -1.275. In this sense, only the model by Teoh et al. (1998) shows a coefficient for the interaction between the opacity variable and the IFRS variable that is positive, but not significant. In addition, the coefficients of determination for the specifications proposed for small companies in the United Kingdom are very low, which is in agreement with the findings in the previous section.
In the case of France, the results of the specifications enable us to establish that while in the previous section, it was possible to conclude that once the IFRS are adopted, the negative relationship shown between opacity and idiosyncratic risk becomes more important for all firms; this does not occur for any of the established models. Furthermore, and this time in agreement with the results revealed in panel B of Table 1 , there is no statistically significant relationship between opacity and the idiosyncratic risk of the larger firms; at the same time, the fit of the specifications proposed for the smaller companies traded in France is very low. Once again, these results must therefore be interpreted with caution. At this point, the specifications related to smaller companies could indicate that there is apparently a negative relationship between opacity and the idiosyncratic risk for this group prior to the adoption of IFRS in 2005.
Finally, it is important to note that the dependent variable in our analyses is directly associated with the coefficient of determination of a regression on stock returns. Different authors have found a generalized reduction of these r-squares (R2) in the USA over time (Morck, Yeung & Yu, 2000; Campbell, Lettau, Malkiel & Xu, 2001; Jin & Myers, 2006) . Consequently, the idiosyncratic risk, according to the interpretation in this work, has increased and it could be considered that a less negative association of opacity with this risk, coinciding with the adoption of IFRS, could be falsely attributed as a positive effect of its entry into force.
Appendix D shows the evolution of R2 for the samples considered in the regressions for this study.
The trend for R2 for both samples barely increases and appears to be cyclical; this minimizes any urge to attribute an effect to the adoption of IFRS, which simply reflects a generalized decrease in R2.
Discussion of the results
In essence, the results indicate that at first glance, prior to the implementation of the IFRS, there is no relationship between the quality of financial information and the idiosyncratic risk of the stock in companies in the United Kingdom. This finding partially contradicts the first hypothesis proposed in this study, in that while there is no association between opacity and idiosyncratic risk before the implementation of IFRS, it is possible to note that this relationship remains after 2005; this could be interpreted as a compensation of the conditions that strengthen and restrict EM, which are involved in the adoption of these standards.
In spite of this, when we consider that the relationship between the quality of the financial information and the idiosyncratic risk, and the effect of the IFRS on said relationship, may be affected by the size of the companies that are being studied (as proposed in Hypothesis 3), the conclusions change.
Accordingly, in the United Kingdom it is possible to confirm that the correlation among the analyzed variables is not the same for large companies as compared to smaller ones. Larger companies show a negative relationship between the opacity of their financial information and the idiosyncratic risk of their stock returns before 2005, but this relationship tends to disappear following the implementation of the IFRS. This fact evidences that the arguments in favor of the positive impact of IFRS on the quality of financial information prevail over those that indicate that these standards promote EM; it also reveals an argument in favor of the objectives stipulated by the IAS Regulation with regard to improving the quality of the financial reports. Accordingly, following the implementation of IFRS, we can argue that in the United Kingdom, the information provided by the financial statements helps provide investors with more criteria, as well as information provided by the financial sector or market to which a large company belongs (systematic risk) when assessing its capacity to generate future cash flows, which is reflected in the stock price and thus in its stock returns.
At this point, readers may note that the research concludes that it is possible to appreciate a positive effect of IFRS on the quality of financial information for large companies in the United Kingdom, since as was explained in sections 4 and 5, of the different models used in the literature to calculate the DAs, most demonstrate this relationship; in particular, mention should be made of those by Dechow et al. (1995) , Kothari et al. (2005) and Kang and Sivaramakrishnan (1995) .
That said, in the case of France, it is possible to observe that the results of sections 4 and 5 for companies in general are in agreement with what is proposed in Hypothesis 1. Prior to the implementation of IFRS, there was a negative relationship between the opacity of financial reports and the idiosyncratic risk of the stock returns of companies in general, but once these standards were implemented, it is not possible to observe that they have had any influence on the relationship between the quality of financial information and the idiosyncratic risk of a company's stock returns.
At this point, the results were considered from the section 5 in which the other approaches to EM measured as the estimated DA revealed that there is no impact on the marginal effect of opacity on the idiosyncratic risk once the IFRS were adopted. Likewise, readers must consider that this effect is weak in specification 2 of panel B, as very low significance is reached (p-value<0.10).
In light of this, it could be argued that factors such as professional judgment, valuation criteria (such as fair value), among other aspects that support EM, are compensated by the improvement in the quality of accounting standards. This being the case, with regard to company size, contrary to what was expected by Hypothesis 3, the effect of IFRS on the relationship between the quality of financial information and idiosyncratic risk does not change when company size is taken into account.
From these findings, it is possible to establish that the effect of the IFRS on the relationship between the quality of financial information and the idiosyncratic risk of the companies' stock returns is different in the countries analyzed. As evidenced by the results, larger companies in the United Kingdom experience a benefit from the implementation of IFRS that their peers in France do not after adopting these standards. This coincides with what was expected by Hypothesis 2 and with various studies that make note of the advantages when implementing IFRS in countries such as the United Kingdom, with a Common Law system and strict rigor in the application of accounting standards; just the opposite occurs in countries like France, which have a Civil Code system and less rigor in the application of accounting norms (Daske et al., 2008; Doukakis, 2014; Jeanjean & Stolowy, 2008; Liao et al., 2012; Soderstrom & Sun, 2007; Van Tendeloo & Vanstraelen, 2005; Von Koch et al., 2014) .
On the other hand, in terms of the analysis of the smallest companies in both countries, while the models used show a poor fit and thus the results are not conclusive, they do indicate an aspect that could be addressed in future studies. In the case of France, it would seem that the smallest companies are the ones that show a negative association between the quality of financial information and the idiosyncratic risk, which could indicate that the results presented for the companies in general may be influenced to a large extent by the behavior of the smallest companies. This position, however, requires a more exhaustive analysis, due to the low coefficient of determination of the specifications related to this group of companies (this can be verified to a large extent from specifications 3 and 4 of Table 1 and the robustness tests).
In the same vein, this work also considers that the significance and sign of the dichotomous variable IFRS in the panels of Table 1 (as for most 
Conclusions
Following Hutton et al. (2009) Furthermore, this work found evidence that suggests the existence of a negative effect of the implementation of IFRS on the idiosyncratic risk for both countries. We believe that this is worthy of more in-depth investigation in future studies. Finally, while this work uses a more robust methodology in order to overcome the design problems of previous research projects, at no point was it intended to reach a definitive conclusion with regard to the discussion of the effects that the mandatory adoption of IFRS have had on the quality of financial information in the EU. It simply seeks to contribute to this discussion, suggesting the use of a new approach that would permit the detailed analysis of the possible existence of these effects. 2674 Panels A and B report the results for the regressions of the idiosyncratic risk of the stock returns according to the opacity of the financial statements and a series of control variables for companies traded on the stock exchanges in the United Kingdom and France. The control variables include the variation of the returns in the sector to which the company belongs, the size of the company (measured as the logarithm of its market capitalization), the coefficient between its market capitalization and its book value, its level of indebtedness, its return on equity (ROE), asymmetry coefficient and the kurtosis of its stock return. The size, the coefficient of the market book value and the indebtedness lag one tax period behind. The standard errors of the regressions were estimated in a robust manner. The p-values are shown in brackets.***, **, * indicate significance at 0.01, 0.5 and 0.10. 
TA t
Total Accruals of a company. Correspond to the difference between net profits (excluding the effects of the discontinuity of operations, changes in accounting practices, natural disasters and minority interests) and the cash generated by operating activities (Hutton, Marcus & Tehranian, 2009 ). ∆Sales t Year-on-year change in net sales revenue.
∆AR t Year-on-year change in accounts receivable.
∆PPE t Year-on-year change in property, plant and equipment (net).
Ass t-1
First lag of Total Assets.
ROA t
Return over Assets.
DA t
Discretionary accruals of a firm. They are estimated from the EM model. In the results section they are estimated based on the Modified Jones Model, Eq. 3, but this specification changes for the results of robustness tests, where other EM models are incorporated.
Opacity
As the quality of financial information that is estimated from the sum of the absolute values of each of the three lags of discretionary accruals of a firm. See Ec.4 section in Methodology for more details.
Sector Variation
Variance of the annual returns of the industry to which it belongs to a firm.
Size
Natural logarithm of the stock market capitalization of a company. Market capitalization is measured at the beginning of the fiscal period and is computed as the product between the price and the number of shares outstanding for a firm, adjusting for the effect of splits and share rights.
Market to book ratio
Ratio of market capitalization to book value at the beginning of a firm's fiscal period.
Indebtednes
Ratio of total liabilities and assets at the beginning of a company's fiscal period.
ROE
Return over Equity.
Asymmetry
Coefficient of asymmetry of the distribution of returns of a firm for a given fiscal period.
Kurtosis
Curtosis of the distribution of a firm's returns for a given fiscal period.
IFRS
Dichotomous variable that takes the value of 1 for periods after 2005 (mandatory adoption of IFRS in the EU) and 0 otherwise. Panel A. United Kingdom Period (1995 2007 -2014 Figures in millions of GBP 
Appendix B. Descriptive statistics
